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INDEPENDENT AUDITORS’ REPQET

August 26, 2008

To the Honorable Village Council
Village of Fairgrove
Tuscola County, Michigan

We have audited the accompanying financial statements of the govemnmental
activities, the business-lype activities, each major fund, and the aggrexate remaimng fund
information of the Village of Fairgrove, Tuscola County, Michigan as of March 31, 2008,
and for the year then ended, which collectively comprise the Village's basic financial
statements as listed in the table of contents. These basic financial statcments are the
responsibility of the Yillage of Fairgrove's management. Our responstbility is to express
opimons on these basic financial statements based on our audil,

We conducted our audit in accordance with 1.5, generally accepted auditing
standards. Those standards require that we plat and perform the andit to obtain reasonable
assurance about whether the basic financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the basic financial staiements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as ¢valuating ihe overall basic
financial statement presentation. We believe that our audit provides a reasonable basis for
our opinions.

[n our opinion, the basic financial statements referred to above presant fairly, in all
material respects, the financial position of the govemmental activitics, the business-lype
activities, each major fund, and the aggregate remaining fund information of the Village of
Fairgrove as of March 31, 2008, and the results of its operations and the cash flows of its
proprietary fund types for the year then ended in conformiry with U.S. generally accepted
accounting principles.

The management’s discussion and analysis and budgetary comparison information, as noted
in the table of contents, are not a required part of the basic financial staterments but are
supplementary information required by U.S. generally accepted accounting principles. We
have applied certain limited procedures, which consisted principally of inquires of
managemenl regarding the methods of measurement and preseniation of the required
supplementary information. However, we did not audit the information and express no
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The management of the Village of Fairgrove presents o readers of the Village's financtal statements
this narrative financial information. W contains an cbjective overview and analysis of the financial
position of the Village as of and for the year ended March 31, 2008. As management of the Village, we
encourage readers to consider information ¢ontaingd in this discussion and the Village's financial
statements, which folldw this section.

Financial Highfights

- The Village's assets exceeded its liabilities at the end of the fiscal year by $2,604,382.

- Net assets decreased by a total of $4,471, or by approximaiely .2% cof last years total net assels
of $2,508,853.

- The fund balance of the Village's Genera! Fund increased by $18,534. The fund balance for the
other Governmental Funds {Major Street, Local Street, and Local Street Improvement Funds)
increased by $37,495.

- A significant ¢xpenditure in the General Fund for the year ended March 31, 2008 was the
removal of a condemned building totaling $14,149. The Village will be reimbursed for this
expenditure in 2008, it is being added to the property owners taxes.

Financial Statements Overyiew

This Management Discussion and Analysis serves to Introduce to the reader of the ViMage of
Fairgrove's essenlial financial staternents. These financial statements consist of three components as
follows:

-  Government-wide financial statements

- Fund financial statements

- Nofes to the financial statements

The above financial infarmation will provide the reader with a general understanding of the Village's
current financial condition. Also, this report contains supplementary information in addition to the basic
financial statemenis which provides a mere detalled understanding of the Villaga's finances.

Government-wida Financial Statements

The government-wide financial statements are designed lo provide readers with a broad overview of
the Village's finances, similar to private sester businesses.

The Statement of Net Assets presents information on all of the assets and liabilities of the Village, with
the difference between the two identified as net assets. Over a given pericd of time increases or
decreases in net assets can serve as a usefu! indicator of improving or declining financial pasition of
the Village.

The Statement of Activities show changes in net asse!s that cccurred during the mest recent fiscal
year. These changes were recorded on an accrual basis, which distinguishes between ihe time when a
financial transaction occurs and when payment is actually made. An example of accrual accounting is
when debl interest payments are scheduled between the fiscal year end. The Statement of Activities
will show additional interest expense for the time period between {he last interest payment and the end
of the fiscal year as an accrual.

{Continued) -i-



The Government-wide Financial Statement, in addition lo the Statement of Activities, is broken down
inte two Activities; Governmental Activities and Business-Type Activilies. Governmental activities are
primarily supported through tax and intergovernmental revenue. Business-type activities are primarily
supperted through user fees and charges.

Governmental activities for the Village of Fairgrove include general governmental funclions, such as
Administration, Village Buildings and Grounds {(General government); Police and Fire (Public safety);
Majcr Street, Local Street, Local Street Improvement, Public Works and Park (Highways and public
improvements}. Business-type activities include the Sewer system.

Fund Financial Statements

A fund is a set of closely related accounts that are used to maintain control over rescurces that have
been segragated for specific activities or purposes. The Village of Fairgrove uses fund accounting fo
demonstrate compliance with legal financial requirements, like all state and local govemments. All
Village Funds can be categerized as either governmental or proprietary funds.

Governmental Funds accoun! for essentially the same activilies as the Govemmental Aclivities in the
Government-wide financial statements, but with a narrower focus. Governmental Funds concentrate on
near-term infiows and cutflows of financlal resources and the balances of spendable resources
available to the government at the end of the fiscal year. This information can be useful in evaluating
the government's short-term financing requirements.

Comparing similar information prasented in the Government-wide statements for the Govermmental
Activities with that presented in Governmental Funds statements can provide useful information
because the different focus to the two approaches. With the long-term focus of the Government-wide
statemenis, a reader may be able to better understand the long-term effects of the near term financing
decisions. To aid in the comparison, both the Governmental Fund balance sheet and the
Governmental Fund statement of revenues, expenditures and changes in fund balance includes a
reconciliation between the Govemnmertal Funds slatements and the Govemmental Activities in the
Govemment-wide statements.

The Village of Fairgrove usaes four different individual Governmental Funds. The Village considers all
the funds to be major funds of the Village of Fairgrove. The funds are presented separately in the Fund
Financial Statements. The Village adopts an annual appropriated budget for all its Gevernmental
Furds.

The basic governmental fund financial statemenis can be found as listed in the table of contents,

Proprietary Funds include an enterprise fund and an intarnal service fund. Enterprise funds are used
to report any activity for which a fee is charged to external users for goods or services. The Internal
Service Fund is used to raport activilies that provide goods or services to other funds of depafiments of
the Village.

The Enterprise Fund maintained by the Village of Fairgrove includes the sewer fund, The Village uses
the Internal Service Fund to account for vehicles, and equipment activities, Because they charge fees
and charges to outside users of their systems, the Enterprise Fund is included in the Business-type
Activities column of the government-wide financial stalemenis. The Internal Service Fund, which
accounts for equipment and vehicle ihat support the Vilage funclions, is inciuded under the
Govemmaental Activitias column.

(Continued) - i -



Praprietary Funds present the same information as in government-wide statements, except in more

detsil. The fund statements for praprietary funds provide separate information for the Sewer fund which
is considered to be a major fund of the Village of Fairgrove.

The basic proprietary fund financial statements can be found as listed in the table of contents.

Motes to the Financial Statements contain additional financial information fo give the reader a
complete understanding of the information contained in the government-wide and fund financial
statements. Althaugh these Notes provide detalled explanation and information related to the financial
staternents, this information is typically easy for the reader fo follow. Notes te the Financial Statements
are located after the financial statements as listed in the table of contents.

QOther Information

The combining and individual fund stalemants and schedules are presented as additional information
as listed in the table of contents,

Governmani-wida Financlal Analysis

The follewing table shows in a condensed format, the net assets as of March 31, 2007 and 2008:

Governmenta! Actvities Euniness Type Activities Totals
2008 2007 2008 2007 2008 2007
Curmrenl agsats $ 4249683 § 372081 § 180697 5§ 152380 § 605680 5 524471
Capital assets 820,682 873313 1.201.916 1,251,883 2,022,508 2,128,136
Total assels $1.245644 $1,245304 §1282613 §1404273 $2.628257 $2.640 657
Current llabllifes $ 20103 § 2R4a 5 3771 $ 3860 § 23874 § 40514
Tolal Nabililes 20,103 af,548 3l 858 23074 40.014
Het astats:
Invesied k capital assets,
nat of related debt 815,111 862,170 1,201,018 1,251 883 2,017,027 2.114,053
Unrestricted 10430 6,376 176928 _148.424 587,355 454,800
Totel net assets $1225540 $1,20A586 51378842 $1400307 2604382 2 S2E08.853

As shown in the Statement of Net Assets provided the largest portion, by far, of the Net Assets of the
Village of Fairgrove s its investment in capital assets. The Village of Fairgrove uses these capital
assets to provide essential services to cilizens who live, work or visit the Villags. These assets, by
design, are not available for future spending. Additionally, even though these capital assets are
reported net of any related debt, rescurces needed to repay this debt must come from other sources,
as these assels canneot be used to satisfy iheir related obligations.

Actlvities, Governmantal ant Businass-Type

Net assets of Governmental Activities increased by $18,894 for the year ended March 31, 2008. This is
approximately a 1.4% change from beginning net assets.

Net assets of Business-type Activities decreased by $21,485 for the year ended March 31, 2008. The
amount of change is not significant as it is approximataly 1.5% of beginning net asssts.

{Continued) -iv-



The following table shows the changes of the net assets, for the year ended March 31, 2007 and 2008:

Govemmentat Actlvities Business Type Activilios Totals
2008 2007 2008 2007 2008 200

Revenuos:
Progiam revanues

Charges for sarvica § 50261 $§ 42155 § 56573 £ B05B7 % 106934 § 101,722

Conlritwtions 1482 1482
General ravenues

Praparty {axes 97,33 92 868 87,331 92,588

State sharad revenuea 125 569 123,857 125 555 123.857

Unreslricted investment

eamings 8,13 5,774 4,268 4 044 10402 B.818

Mizcelangous 4171 11,519 4171 11,519

Total revenue 283 488 27T 475 80,941 83,611 44 408 311,086
Expenses:

Benaral govermmeant 108,178 108,472 108,178 108,473

Fublic safety 70,715 69,859 70,715 BB,659

Highwaya and public

ImprovemeEnts 88,578 107,243 88,575 107,243

Sewar 82,406 B4 061 52 408 84,051

Tranefars (Met)

Total Expanges 266 471 284,375 A2 406 64,081 4B aTH 368,426
Change in nel 255615 (18,954) (6,800 {21,465) {20,450) (4,471} (27 350}
Met assals — BEeginning 1.208 546 1215946 1,400207 1.4 2508853 2835203
Net assels - Emding $1,225540  S1208546 $L37APR47 51400307 52,604,382 $2.808 853

Financial Analysis of Village of Fairgrove's Funds

The Village of Fairgrove's govemmental funds provide information on the shori-term resource inflows
and outflows and account balances at the end of the fiscal year. The total fund balance is a measure of
tatal available resources and the reserved and unreserved portion. Of this total the unreserved portion
is a measure of the available spendable resources as of March 31, 2008,

For the year ended March 31, 2008, the Village's governmental funds reported a combined fung
balance amount of $403,878. The fund balance increase for the surrent fiscal year was $58,020. The
Village has reserved $22,327 of the fund batance fer future fire equipment purchases.

General Fund Budgstary Highlights
A major difference in lhe original budget expenditure versus the final budget expenditure was with fire,

which was increased by $17,260. The Village anticipated a deficit of $5,750; however aclual figures
ended up with a surplus of $18,534.

Capital Assets

The Village of Fairgrove’s Investment, net of refated debt, in capital assets for its governmental and
business-lype activities combined totaled $2,017,027. The types of assels in this category are land,
buildings, machinery and equipment, park and recreation equipment, rcads and sewer collection
system. The Village's investment in capital assets equals over seventy-seven percent {77%) of total
net assets.

{Continued) -y -



VILLAGE OF FAIRGROVE'S CAPITAL ASSETS

March 31, 2003

Governmental Business Type
Land $ 11,907 $ 107,732 $ 110.839
Buildings 1,302,629 1,302 62D
Equipment 745,641 745,641
Roads 55,533 95533
Sewer sysiem 2,408 453 2408 453
Tolal assets 2,185,710 2,514 185 4 669 895
Accumulated depreciation (1,.335.028) {1,312,265) (2,647 297
Net book value $_820,682 $1,201.816 $2.022.508

Long-term Dabt
The Villaga of Fairgrove's debt consists of a capital lease obligation for a police car of $5,571.

Economic Factors and Future Budget Issugs

The Vilage continues to simply maintain what is currently owned without spending on major capital
improvements. This has been the anly way that a batanced budget has been able to be achieved.
Expenditures are kept to a minimum now but buildings and equipment continue lo age and will
eventually have to be replaced or have major maintenance performed. Money will have to be
expended to keep the village cperating smesthly and to continue providing the current services to
residents.

The Village is struggling with the same issues of stagnant property valuations, decreasing revenues
and increasing expenses. Fulure budgets may have to use money from fund balances, atlempt to
obtain grant monies or possibly go the people again for added milage. The Village went to the
residents for millage two years ago and was tumed down.

The police departmant is working well with no malor capital improvements needed for several years.
The fire and public works departments will need updated equipment soon. Fuel pricas are affecling all
areas of the budget, which will add to the costs of operations.

The sanitary sewer fund keeps improving monetarily. This money will be needed in making major
repairs to the systern. It has now been thirty years since the sanitary sewsr was installed, so with each
passing year these repairs will be Inevitable.

The storm sewer system continues to need maintenance that curently the Village has been able to
keep repaired as needed. There would not be encugh money if the repairs became extensive. A slerm
sewer utility may have to be something (he Village investigates. Sireet paving costs have increased but
the Village streets have besn able to be maintained as nesded. In the future, the length of tima
between when streets are re-paved may have to be increasen.

Requests for Information

This financial report is designed to give the reader a basic understanding of the Village of Fairgrove's

finances. Any questions or requests for financiat information contained in this report may be obtained

by contacfing the Village Clerk, Village of Fairgrove, 5005 Center Street, Fairgrove, Michigan 48733
-y -
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VILLAGE OF FAIRGROVE, MICHIGAN

STATEMENT OF NET ASSETS
MARCH 21, 2008
GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES
ASSETS
Cash $ 399,252 § 157883
Taxes receivable 4277
Accounts receivable 23,241 23,102
Allowance far doubtful accounts (2.104)
Internal balances 298 {298}
Nondeprecisted capital assets 11,907
Capital assels 2,143,803 2,514,185
Less accurnulated depreciation (1,335,028) {1,312,268)
TOTAL ASSETS $ 1,245 644 21382813
LIABILITIES
Accounts payable $ 12194 $ 3771
Accrued payroll texes 1.748
Compensated absences 568
Lease payable - Police car 5,571
Total liabilities 20,103 3,771
NET ASSETS
Invested in capital assets,
net of related debt 815,111 1.201,916
Unrestricted 410,430 176,926
Total net assets L 1,225,540 % 1,378,842
The aceompanying notes are an integral
2

part af the financial stalemenis.

TOTAL

$ 557,145

4,277

46,343
(2,104}

11,907
4,657,986
(2,647,297)

§ 2,628,257

15886
1,748

588

8,571

23,874

2,017,027
587,395

32,604,382
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ASSETS

Cash

Cash - Resfricted-Fire equipment
Taxes receivakla

Accounts receivatda-Other
Allowanca for doubtful accounts

TOTAL ASSETS

LIABILITIES & FUNDO EQUITY
Liakilities:

Accounls payabla
Accrued payngll withholdings

Fotal liablilities

Fund balance:
Restricted - Fire equipment
Urrestricied

Total fund balange

VILLAGE OF FAIRGROVE, MICHIGAN

BALANCE SHEET - GOVERNMENTAL FUNDS

TOTAL LIABILITIES & FUND EQUITY £ 203,113

MARCH 31, 2008
LOCAL
MAJOR LOCAL STREET
GEMNERAL STREET STREET |MPRELOVEMENT
§ 174,873 $ BD43S § 04 262 $ 29857
22327
54 35922
7.BE2 5434 10,145
(2,104)
% 203,113 $ B5BEL % 54 407 £ NV
¥ 11467 % o4
1,74B
13,235 54
22327
167,551 25,815 294 407 3 aane
189,876 85815 84 407 A3 F7e
3 655488 £ 94 407 & 33778
-

The accompanying notes arg an inlegral

pari of the financial statemants.

TOTAL
GOVERNMENTAL

FUNDS

$ 369,427
22,327
4277
23,241
{2,108)

§ 417,167

1.5
1,745

13,288
22327
361.551

403,878

% 417,167



VILLAGE OF FAIRGROVE, MICHIGAN

RECONCILIATION OF GOVERNMENTAL FUND BALANCES
TO GOVERNMENTAL ACTIVITIES NET ASSETS
MARCH 31, 2008

Total governmental fund halances $ 403,878

Amounts reporied for governmental activities in the statement of net assets
are different because:

Capital assets used in governmental agtivities are not financial resources
and therefore, are not reported in the furkis. The cost of the assets is

2,155 710 less the accumulated depreciation of 31,335,028 820,682
Portion of intemal service fund is not included in the governmental funds. 7.142
Compensated absences are not due and payable in the current pericd and {588)

therefora, are not reported in the funds.

Long-term llabilities, including notes payable are not dug and payable

in the current period and, therefore, are not repored in the funds. {5,571}
Met aszets - governmental activitiog § 1,225,540

The accompanying noles are an integral
pari of lhe financial staterments. -5



VILLAGE OF FAIRGROVE, MICHIGAN

STATEMENT OF REVENUE, EXPENDITURES AND CHANGE IN
FUND BALANCE - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED MARCH 21, 2008

LOCAL TOTAL
MAJOR LOCAL STREET GOVERNMENTAL
BENERAL STREET STREET IMFROVEMENT FUKRDS

REVEMNLUE:

Taxes g 893408 ) 3,221 $ 873t

Intergovemmental 84,073 & 40795 $ 2070 125,562

Miscellanegus &SF 431 1.320) 1,167 -1t 60,505
TOTAL REVENUE 214,911 42,115 21,888 4511 253,408
EXPEMDITURES:

Adminisiration me12 22,813

Siraats 18,225 12774 a0, 623

Village buildings and grounds 21,687 21.687

Follca 21,180 21,190

Public works 68,139 85139

Flre &4, 550 44,550
TOTAL EXPENDITURES 198 378 18,225 12,774 22T 378
EACESS OF REYENUE QOYER

EXFENDITURES 18,534 23.889 9,005 4,511 96,028
OTHER FINANGING SOURCES (USES):

Operating transfers in 21,758 21,758

Cyperating transfers out {15,397 (8,364} (21,758)
TOTAL OTHER FINANCING SOURCES

{USES) {15,287} 21,758 {6,361}
EXCESS OF REVENUE AND CTHER

SCOURCES OVER {UNDER})

EXPEMDITURES AND OTHER USES 18,534 §.492 30,653 {1,8500 66,028
FUND BALANCE-APRIL 1 171 344 71322 G3.554 155629 47 850
FUND BALAMCE-WARCH 31 $ 189878 % A5 815 & 29,407 3 A3.770 3 403,878

Tha accompanying notes are an inlagral
part gl tha hnencial stetements. 5-



VILLAGE OF FAIRGROVE, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES

AND CHANGE IN FUND BALANCE OF GOVERNMENTAL FUNDS TO

THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED MARCH 31, 2008

Net change In fund balance - governmental funds

Amounts reported for govemmental activities in the statement of activities
are different becauss:

Govemmental funds report capital outlays as expenditures. Howsver, in the
Staternent of Aclivities, tha cost is zliocated over their estimated useful lives
and reportad as depraeciation expsnse. This is the amouni by which
capital cutlays exceeded depreciation in the current period.

Capital outlays $ 23,231
Dapreciation expense {70,268}

The net revenue of certain activities of equipment rental is reported with
husiness-type activities

Accrued compensated absences are recorded in the statement of activilies
when incurred, bul it is not recorded in the governmental funds until it is paid.

Accrued compensated absences, beginning of year 2,580
Accrued compensated absences, end of year {588)

Police car lease payments affect long-term liabilities
in the Statemearnt of Net Assels and does not affest the
Statement of Activities,

The net revenue of certain aclivities of internal service fund is reporied
with governrental activities.

Change in nat assets of governmental activitles

The accompanying notes are an integrat
part of the financizl statements. -

$ 56,028

(47,037]

(21]

1,992

2,971

462

3 16,894



VILLAGE OF FAIRGROVE, MICHIGAN

STATEMENT OF NET ASSETS - PROPRIETARY FUNDS

MARCH 31, 2008

BUSINESS - TYPE ACTIVITIES

ENTERFRISE FUND
SEWER
ASSETS
Current assets:

Cash 3 157,833

Accounts receivakle 23,102
Total current assets 180,865
Noncurrent:

Capital assets 2514185

Less accumulated depresiation {1.212,269)
Tctal noncurrent assels 1,201,916
TOTAL ASBETS 3 1,382.911
LIABILITIES
Current liabllities:

Accounts payable ¥ 3,771
Total current llabilities i
Total liablities 371
NET ASSETS

Invested in capital asseis, net of related debt 1.201.215
Unrestricted 177.224
Total net assaly $ 1,379,140

Adjustment Lo reflect the consclidation of

Internal Service Fund activities related to

enterprise funds {298)
MNet assets of business-type activities F  1.378.842
The accompanying noles are an integral

part of 1he financial statemenls, -2-

SOVERNMENTAL
ACTIVITIES
INTERMNAL
SERVICE FUND
$ 7,499
7.499
153,190
(136,632)
16,558
3 24057
3 653
653
653
16,558
G246
] 23,404



VILLAGE GF FAIRGROVE, MICHIGAN

STATEMENT OF REVENUE, EXPENSES
AND CHANGE IN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED MARCH 31, 2008

OPERATING REVENUE:
Charges for services

QOPERATING EXPENSES:
Salaries
Employee benefits
Admmnistrative fees
Contracted services
Office supplies
Crperating supplies
3as & oil
Ingurance
Professional feas
Uilities
Repairs and mainlgnance
Equipment rental
Qperations board expense
Daprecialion

TOTAL OPERATING EXPENSES

OPERATING INCOME {LOSS)

NONOPERATING REVENUE :
Penaities and interast
TOTAL NONOPERATING REVENUE

CHANGE IN NET ASSETS

Adjusiment to reflect the consclidation of Internal
Bervice Fund activities refated to enterprise funds

CHANGE IN NET ASSETS OF
BUSINESS-TYPE ACTIVITIES

TOTAL NET ASSETS - BEGINNING
TOTAL NET ASSETS - ENDING

The accompanying holes are an inlegral
part of the financial slatemenls.

BUSINESS - TYPE ACGTIVITIES
ENTERPRI!SE FUND

SEWER

$ EBBTI

4718
824

2.400
332

3, 6ED
1.100
2.922
471
2,006
14,000
45,967

82427
(25.755)

4,288
4268

(21,486)

21

(21,465)
1,400,307
g 1,378,842

GOVERNMENTAL
ACTIVITIES
INTERNAL
SERVICE FUND

§ 38670

11,871
5,361
1,221

506
2,890
g§.266
1.100

3,358

5,504
38,260

403
61
B1

463

453
22,8941
§ 23.404



VILLAGE OF FAIRGROVE, MICHIGAN

STATEMENT OF CASH FLOWS -
PROPRIETARY FUNDS
FOR THE YEAR ENDED MARCH 31, 2008

BUSINESS - TYPE ACTIVITIES GOYVERNMENTAL
ENTERFPRISE FUND ACTIVITIES
INTERNAL
SEWER SERVICE FUND
CASH FLOWS FRCM OFERATING ACTIVITIES:
Receipts from cusiomers § 56822
Recelpts from Interfund services $ 38.68%
Payments to suppliers of goods and sarvices (25.107) {14,255}
Payments to interfund services (2,008)
" Payments to employees (4,717 £13,182)
Paymants for fringe benefila {524} {5,361)
NET CASH PROVIDED BY
OPERATING ACTIVITIES 271688 5.881

CASH FLOWE FROM INVESTING ACTIVITIES:

Interest on nvesimants 4 268 B1
NET INCREASE IN CASH T 31428 T s9:
CASH - APRIL 1 126,457 1577
CASH - MARCH 31 $ 157.893 57499

Raconcllistion of aparating Incoms {loss) to nat
cash providod by operating activitios:
Operaling income (lo55) $ (25,754) 5 40
Adpstment to recongile gperaling income {loss) 1o net cash
provided by operaling activilies.

Cepraciation 49967 5,504
{Increase) decrease in curent assets:
Accounis receivable 3150
Increase (decrease) in currenl liabilities:
Aczounts payable (133) {134)
NET CASH PROVIDED BY
DPERATING ACTIVITIES % 2r168 ¥ 5861

The accampanying noles are an integral
part ¢f the fnancial slaternenls. -10-



VILLAGE OF FAIRGROVE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The Village's financial statements are prepared in accordance wilh generally accepted accounting
principles {GAAP). The Governmental Accounting Standards Board (GASB) s responsible for establishing
GAAP for state and local govemnments through its pronouncements (Statements and Interpretations).
Governments are also required 1o follow the pronguncements of the Financial Accounting Standards Board
(FASB) issued through Navember 30, 1989 {when applicable) that do not conflict with or contradict GASE
pronouncemenis. The accounting policies of the Village conform to accounling principles generally
accepted in the United States of America as applicable to governmental units. The more significant
accounting policies established in GAAFP and used by the Village are discussed below.

Reporting En

In evaluating how to define the Village for financial reporling purposes, management has
considered all potential component units. The decisien to include a potential component unit in the
reporting entity was made by applylng the criteria set forth in the refaled GASE 14 pronouncement. The
bastc-but not the only—criterion for including a potential component unit within the reporting entity is the
goveming body's ability to exercise oversight responsibility. The most significant manifesiation of this
ability is financial interdependency. Cther manifestations of the ability to exercise oversight responsibility
include, but are not limited to, the selection of governing authority, the designation of management, the
ability to significantly influence operalions and accountability for fiscal matters. The cther criterion used to
evaluate potential component units far inclusion or exclusion from the reporting entity is the existence of
special financing relationships, regardiess of whether the Vikage is able lo exercise oversight
responsibilities, Based upon the application of these criteria, the following is & brief review of each
patential component unit addressed n defining the Village's reporting entity.

Excluded from the reporting entity:

Akron-Falrgrove School District - This polential component unit has a separate elected beard and
provides services to lacal residents of the Akron and Fairgreve, Michigan area. The Village does not have
the ability to exercise influence or conirol over its daily operations, approve budgets or provide funding.

Board of Operations Akron-Fairgrove Wastewater - The Villzge of Fairgrove and the Village of Akron
jointly appeint the board members of the Board of Operations. The Board of Operalions is a separate
reporting entity. Although the Board of Operations is not considered a component unit it is considered a
jointly governed organization by the Village of Fairgrove and the Village of Akron. The Board operates 2
raw sewage treatment facility (lagoon) for the Village of Fairgrove and the Village of Akron. The Board of
Operalions generates revenue by monthiy user charges based on gallons pumped by the two Villages.
The Village of Fairgrove user feas amounted to $14,000 for fiscal year ended March 31, 2008. The
Villages do not have the abllity to exercise influence or control over its daily operations. The related party
payable for the fiscal year ended March 31, 2008 is $3,500 and is included in the Sewer Fund Accounts
Payabla.

{COMNTINUED) -i1-



VILLAGE OF FAIRGROVE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: {CONTINUED)

Government Wide and Fund Financlal Statements:

The Village's basie financial statements include both govermment-wide ({reporting the Village as a
whole} and fund financial statements (reporfing the Village’s major funds). Both the govemment-wida and
fund fnancial statemerts categorize primary activities as either govermmental or business type. The
Village's public safety and general administrative services are classified as gavemmental aclivities. The
Village's sewer system is classified as a business-type activity.

The government-wide financlal statements (i.e., the stalement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the Village. For the most part, the effect
of interfund activity has been removed from ihese statements. Governmental activities, which normally are
suppored by taxes and intergovernmental revenues, are reported separately from business-typs activities,
which rely to a significant extent on fees and charges for support.

The statement of activities demcnstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues, Diracl expenses are those which are clearly
identifiable with a specific function or segment. Praogram revenues include 1} charges o customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided by a given
function or segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual govemmental furds and major individual enterprise furls are reperied as separate columing in
the fund financial statemenls.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation:

The govemment-wide financial statements are reported using the econcmic resources
measurement focus and the acerual basis of accounting, as are the proprietary fund financial statements.
Revenues are recorded when eamed and expenses are recorded when a liabliity is incurred, regardless of
the timing of related cash flows. Properly taxes are recognized as revenue in the year for which they
become available. Granis and similar items are recognized as revenue as sooh as all eligibility
requirements imposed by the provider have been met. :

The use of financial rescurces 1o acquire capital assets are capitalized as assets in the
govemment-wide financial statemenis, rather than reported as an expenditure. Proceeds of long-term
debt are recorded as a liability in the government-wide financial staternents, rather than as an other
financing source. Amounts paid to reduce long-term debt of the Village are reported as a reduction of the:
related fiability, rather than as an expanditure in the govermment-wide financial stalements.

(CONTINUED) A2



VILLAGE OF FAIRGROVE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 9 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: {(CONTINUED}
Measurement Focus, Basis of Accounting, and Financial Statement Presentation: {(Contlnued)

Governmental fund financial statements are reporied using the cument financial rescurces
measurement focus and the modified accrual basis of accounling. Revenues are recognized as soon as
they are both measurable and available. Reverues are considered i¢ be available when they are
collectible within the current pericd or soon enough thergafter to pay liabilties of the cument period.
Expenditures generally are recorded when a liakility Is incumed, as under accrual accounting. However,
debt-service expenditures, as well as expenditures related to claims and judgments, are recorded only
when payment is due.

State revenue sharing, charges for services, and eamed but unreimbursed slate and federal grants
associated with the current fiscal pericd are all considered to be susceptible to accrual and se have been
recognized as revenues of the cument fiscal paticd. Property taxes are measurable as of the date levied
(assessed) and are recognized as revenues when they become available. Avallable means when dus, or
past due, and raceived within the current period or coltected scon enough thereafter (within 60 days) to be
used fo pay liabilites of the current period. AY cther revenues are considered to be measurable and
available only when cash is received by the Village.

The accounts of the Village are organized on the basis of funds, each of which is considered a
separate accounting enfity. The operations of each fund are accounted for with a separate set of self-
balangcing aceounts that comprise its assets, liabilities, reserves, fund balance, revenuas, and expendrtures
Or €Xpenses as appropriate.

The Village reports the following major govemmeantal funds:

General Fund - The General Fund is the general operating fund of the Village. It is used to
account for all financial resources except those reguired to be accounted for in anolher fund.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of
specific revenue sources that are legally restricted to expenditures for specified purposes, The Village
accounts for the Major Street, Local Strest and Local Street Improvement in special revenue funds.

The Village reports the following major proprietary funds:

Enterprise Fund - The Sewer Fund is used to account for the sewer pperations in the Village.

Additionally, the Vllage reports the following nonmajer fund types:

Internal Service Fund {(Equipment Rental Fund) - Internal service funds are used 1o account for
the financing of goods or services provided by one deparment or agency to other deparimenis or
agencies of the Village, or lo other governments, on a cost-reimbursement basis.

As a general rule the effect of interfund activity has been eiiminated from the government-wide:
financial statements. Exceptions to this general wule are paymenis lo the General Fund by various
enterprise funds for providing administrative and billing services for such funds, Elimination of these
charges would distort the direct costs and program revenues reported for the various functions cancernad,

(CONTINUED) -13-



VILLAGE OF FAIRGROVE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED}

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Qperating revenues and expenses generally result from previding services and producing and delivering
goods in connection with a proprietary fund's principal ongeing operation. The principal cperating
revenues of the utility enterprise fund and the Vilage's intemal service fund are charges to customers for
use of the system. Qperating expenses for enterprise funds and the intemal service fund include the cost
of sales ang services, administrative expenses, and deprecialion on capital assets. Al revenues and
expenses not meeting this definition are reparted as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the Village's pelicy to
use restricted resources first, then unrestricted resources as they are needed.

Budgets and Budgetary Accounting:

The Village Council fallows these procedures in establishing the budgetary data reflected in the

financial statements:

1. In accordance with the Village charter, prior to March 1, the Village Clerk submits to the Village
Council a proposed operating budget for the fiscal year commeneing the following April 1. The
operating budget includes proposed expenditures and the means of financing them for the
upcorming year, along with estimates for the cument year and actual data for the two preceding
years. The level of control for the detailed budgets is at the department head/function level.

2. Public hearings are conducted to obtain taxpayer comment.

3. Prior to March 31, the budge! is legally enacted through passage of a resefution.

4. The Vifage Clerk presents a monthly report to the Village Council explaining any variance
from the approved budget.

5. Formal budgetary integration is employed as a management control device during the ysar for

the Gereral and Special Reverue Funds.

6. Budgels for the General and Special Revenue Funds are adepted on a basis consistent with
generally accepted accounting principles {GAAP).

7. Appropriations lapse at the end of each fiscal year.

8. The Village Council may authorize supplemental appropriations duning the year. The budget
was amended throughout the year at regular Village Ceouncil meslings.

A comparsion of actual results of opsrations to the budgeted ameunis {at the level of control
adopted by the Village councif) for the major funds are prasented as required supplementary information.

Cash and Cash Equivalents:

Cash and cash equivalents of the Village include cash on hand and all deposils with financial
institutions.

Recelvables and Payables:
Activity between funds that are representative of lenging/borrowing arrangements outstanding at

the end of the fiscal year are referred to as either “due toffrom other funds® {i.e. the current portion of
inferfund loans) or “advances to/from cther funds® (i.e. the noncurrent portion of interfund loans). All other
ouistanding balances between funds are reparted as “due te/from other funds”

(CONTINUED) -1d-



VILLAGE OF FAIRGROVE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY QOF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)
Receivables and Payables: (Continued)

Dther receaivablas at March 31, 2008 consist of property taxes, bridge faxes, and billings for user
charged services, inchuding fire protection and utility services. Taxes and utility charges are deemed
collectible in full. An allowancs for doubtful accounts has been selup for fire pratection receivables.

Property Taxes:

Property taxaes attach as an enforceabla lien on property as of Dgcernber 31. Village laxes are
levied on the follewing July 1 and are payable without penatty through August 31, Village property 1ax
revenue [s recognized as revenue in the fiscal year leviad to ihe extent that it is measurable and available
in accordance with NCGA, Interpretation 3 (Revenues Recognilion — Property Taxes), The delinquant taxes
of the Village are purchased through a revolving fund by Tuscola Courty and are therafore included as
revenue in lbe fiscal year lsvied,

ts-

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and simitar itemms) are, reported in the applicable governmental or business lyps
activities columns in the governmeni-wide financial statements. Capital assets are definad by the
govemment as assets with an initial, individual cost of mare than $300 and an estimated useful life in
excess of ona year. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Danated capital assets are recorded at estimated fair market valua at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Major outiays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during the construction phase of capital assets is included as part of the capilalized value
of the assets constructed.

Property, ptant, and equipment of the primary government s depreciated using 1he straight line
method over the following estimated useful lives:

Assals Years
Infrastructure 10 ta 5G
Buildings 25tn 50
Office equipment Sto 10
Machinery and equipment 5to10
Vehicles 5
Improvements other than buitdings 15 to 20

Depreciation of capital assets used by governmental funds is charged as an expanse against their
aperations on the Statement of Activities. Accumulated depreciation is reported on the govemmantal furd
Statement of Net Assets. Depreciation expense for the year ended March 31, 2008, was $75,862. Capital
asset acquisttions in the govemmental funds folaled $23,231 for the year ended March 31, 2008. A
summary of Govemnmental Fund Capital assets at March 31, 2008, foltows:

(CONTINUED) -15-



VILLAGE OF FAIRGROVE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

Capital Assets: (Continusd}

March 31,
2008 2007
Land 3 11507 $ 11,507
Buildings 1,202,629 1,202 620
Equipment 562,451 SB4.973
Internatl Service Fund assets 153,190 153,180
Roads 955633 78,780
Total capital assets 2155710 2,132,479
Less accumulated depreciation (1,335,028) {1,259 166}

Net Governmental Fund Capital Assets $_HB20,682 $ 873313

Depreciation of capital assets used by business-type funds is charged as an expense against their
operations. Accumulated deprecialion is repored on business-type fund statemant of net assets.
Depreciation expense for the year ended March 31, 2008, was 349,967, There wera no capital asset
acquisitions or disposals in the business-<typse funds for the year ended March 31, 2008, A summary of
Business-Type Fund capital agsets al March 31, 2008, follows:

March 31,
2008 2007

Land $ 107,732 5 107,732
Lagoon system 381,647 391,647
Sewer syslam 2.014 806 2,014 B06
Tetal capital assets 2,514 186 2,514 185
Less accumulated depreciation (1,312 269) {1.262,302)
Net Business Type Capltal Assets $1,201.916 $1,261,863

Depreciation expense was charged to functionsiprograms of the pimary government as follows:

Govemmental activities:
General governmeant $48 243
Publlc safety 20015
Higtways and public improvement 1,310
Equipment rental service 5,594
Total depreciation expense -
govemmental activities $75.862
Business-type activities:
Sawer $49,967

(CONTINUED) 16



VILLAGE OF FAIRGROVE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACGOUNTING POLICIES: (CONTINUED}

Compensated Absences:
Full-tims village employess are allowed to accumulate a maximum of thirly days of sick leave and
camyover five days of unused vacation pay. The Village accrues a liability for compensaled absences and

is reported on the government-wide financial statements. A liability for these amounts, including related
benefits, is reporied in govemmental kinds only i they have matured.

Long-tarm Obllgations

In the gavernment-wide financial statements, long-term debt and cther leng-term obligations are
reported as liabilities in the statement of net assets.

Use of Estimates:

The procass of preparing financial statements in conformity with generally accepted accounting
principles requires the use of estimates and assumptions regarding certaln types of assets, liabilities,
revenuas and expendiures. Such estimates primarily relate to unsettled transactions and evenis as of the
date of the financial statement. Accordingly, upon setilement, actual resulis may differ from estimated
amounts.

MOTE 2 - BUDGET COMPLIANCE:
During the year ended March 31, 2008, the following expenditures were in excess of the amount
appropriated for the year,

UNFAVORAELE
BUDGET ACTUAL VARIANCE

MAJOR STREET:

Operating transfer out $15,000 $15,397 $ 397
LOCAL STREET:

Traffic servicas 34 34

Winter maintenance 3,500 3,573 T3
LOCAL STREET IMPROVEMENT:

Operating transfer out 65,381 6,361

NOTE 3 - CASH AND DEPOSITS:

Michigan Compiled Laws Section 129.91, authorizes the Village to deposit and invest in the
accounts of federally insured banks, credit unions and savings and koan asscciations; bonds, securities
and other obligations of the United States, or an agency or instrumentality of the United States in which the
principal and interest is fully guaranteed by the United States, including securities issued or guaranteed by
the Government Mational Mortgage Association; United States government or federal agency obligation
repurchase agresments; banker's acceptance of United States banks; mutual funds composed of
investment vehicles which are legal for direct investment by local units of government in Michigan; and
cormmmerclal paper rated by two standard rating agencies within the three highest classffications, which
mature not more than 270 days after the date of purchase, and which Involves ne more than 50 percent of

{CONTINUED) -17-



VILLAGE OF FAIRGROVE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 3 - CASH AND DEPOSITS: (CONTINUED)

any one fund. Atiormey General's Opinion Number 6168 states that public funds may not be deposited
in financial institutions located in =tates other than Michigan. The Village's deposiis are in accordance
with statutory authority. The Village has autherized management to deposit and investin the accounts
of federally insured banks and savings and loan associalions within the State of Michigan and bonds,
securities and other cbligations of the United States, or any agency of the United States in which the
principal and interest is fully guaranteed by the United States. Tha Village's deposits and investments
are within the authorization as set forth by the Village of Fairgrove. The Village's invesiment policy
does not identify inlerest rate risk, foreign currency risk or concentration credit risk.

The carrying amount of cash and depesits with finzncial institutions of the Village of Fairgrove
amounted to $557,145 at March 31, 2008. The tolal bank balance as of the same date was $363,176.
Deposits with financial institutions are categorized as follows.

Amount insured by the FDIC $100,000
Uncollaterzed/Uninsuned 483,176
Total deposits with financial institutions $ 563,176

Al deposits categorzed as uncollateralized are the property of the Village of Fairgrove.

The amount of uncollaterized deposits throughout the fiscal year did not significantly exceed the
amourt of uncollalerized deposiis at March 31, 2008.

NOTE 4 - LONG-TERW DEBT:

Police Car:

The Village is obligated under a tease with an option to purchase agreement. The paymenis are
£5,571 per year. The lease is further explained in Note B. The lease balance is 5,571 as of March 31,
2008, The lease matures May 17, 2008.

NOTE 5 - CONTINGENT LIABILITY:

The Village has elected to be a reimbursing employer for purposes of unemployment insurance:
claims. The Village reimburses the State of Michigan for all benefits charged against it. Unemployment
insurance claims are recognized as expense when incurred.

NOTE 6 - PENSION PLAN - DEFINED CONTRIBUTION:

The Village of Fairgrove contributes to the Manulife Plan for Governmental Employees, which is a
defined contribution pensicn plan.

A defined contribution pension plan provides pension benefits in retumn for services rendered,
provides an individual account for each participant, and specifies how contributions to the individual's
account are to be determined instead of specifying the amount of benefits the individual is to eceive.
(CONTINUED) -18-



VILLAGE OF FAIRGROVE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE & - PENSION PLAN - DEFINED CONTRIBUTION: (CONTINUED)

Under a defined contribution pension plan, the bensfits a participant will receive depend salely on the
amount contributed to the particlpant's account, the retums eamed gn Investments of those contributions,
and forfeitures of other participants benefiis that may be allocated to such participant’s account. As
established by local ordinance, all and enly elected cfficials of the Village of Fairgrove can participate in the
pension plan from the date they are officially elected to their respective position. Contribufions made by
the Village for an employee vest immediately. An employee who leaves the employment of the Village is
enfitled to his or her contsibutions and the Village's centributions if vesting requirements are satisfied. As
determined by tocal ordinance, each employes must contribute 7.69% of his or her gross eamings to the
pension plan. The Village is required to confribute an amount equal to 7.65% of the employee's gross
eamings.

The Village’s total currant year payroll was $74,648 and the Village's totel current year covered
payroll was $18,437, which is for elected officials only.

During the year, the Village's required and actual contributions amounted to $1,932. Employees'
aciual contribulions amounted to $1,453.

No pension provision changes cceurmed during the vear that affected the requlred contribudicns to
be made by the Village or its employees.

The Manulife Plan held no securities of the Village or other refated parties during the year or as of
the close of the fiscal year ended March 31, 2008.

Employae Health Care:
Village of Fairgrove purchased commercial insurance coverage for its employees, inchuding

depandents.
NOTE 7 - RISK MANAGEMENT:

General Liability:

Village of Fairgrove participates in ihe Michigan Municipal Liability and Property Pool, which is 2
public entity risk pool, for the coverage of significant losses due to its general liabilty. The participation
the pocl constitutes transfer of Ihe risk for slgnificant losses to the pool with a coverage limit of $1.86
million for real and perecnal property losses and 55 million for lability losses. Village of Fairgrove is
required to pay annual premiums to the Michigan Municipal Liability and Property Pool for the liability
coverage. No supplemental premium assessment is required by the Michigan Municipal Liability and
Property Pool. There have been no significant reductions in insurance coverage and seftlement amounts
have not exceeded nsurance coverage for the current year or the three prior years.

{CONTINUED) -19-



VILLAGE OF FAIRGROVE, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 7 - RIEK MANAGEMENT: (CONTINUED}

Warket"s Compensation:

Village of Fairgrove paricipates in the Michigan Municipal Liability and Property Pocl, which is a
public entity sk poal, for the coverage of losses melated to worker's compensation claims. The
participation in the pool canstitutes transfer of the risk for significant losses to the poo! with a coverage limit
of $500,000, There have bean no significant reductions in insurance coverage and settiement amounts
have not exceeded insurance coverage for the current year or the three prior years.

NOTE & - CAPITAL LEASE — POLICE CAR:

The Village of Fairgrove is obligated under a lease with an option to purchase agreemsnt. Title 1o
the police car shall vest in lesses when lessee acquires and accepts the equipment. The lease is
renawable until all rental payments are paid.

The total amount to be paid for the police car is capilalized in the Village's Capital Assets schedule
in the amount of $22,287.

The following is a schedule, by years, of future minimum lease payments under the current capital
lpase:

Year ending
March 31, Amounts
2009 $5.571
Total $5.571

NOTE 8 = INTERFUND TRANSFERS:

During the year anded March 31, 2008, the Major Street Fund transferred $15,387 and the Local
Street improvement transferrad $5,361 to the Local Strest Fund fo help support local street routing
maintenance and cther operating expenses,
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STATEMENT OF REVENUE, EXPENDITURES AND CHANGE IN FUND
BALANCE - BUDGET AND ACTUAL FOR THE YEAR ENDED MARCH 31, 2008

REVENUE
Taxes
Intergovernmental
Miscellaneous

TOTAL REVENUE

EXPENDITURES
Administration
Village buikdings and grounds
Police
Fublic warks
Fire

TOTAL EXPENDITURES

EXCESS OF REVENUE OVER
(UNDER) EXPENDITURES

FUND BALANCE - APRIE 1

FUND BALANCE - MARCH 31

VILLAGE OF FAIRGROVE, MICHIGAN
GENERAL FUND
REQUIRED SUPPLEMENTARY INFORMATION

VARIANCE -
BUDGET FAVORABLE
ORIGINAL FIMAL ACTUAL (UNFAVORAELE)
¥ 93260 $ 93260 ¥ 93409 149
&4, 800 64,800 64,073 {727}
71.000 71.000 57431 {13,569)
229,060 229 060 214,813 {14,147)
44 350 44,350 29,613 4,537
22,400 24,400 21,687 2,713
26,800 26,300 21,180 5,710
81,900 81,200 £8,139 12,761
40,000 57,260 44 550 12.710
215550 234,810 196,379 38411
13,510 {5,750) 18,534 24,284
171,344 171,344 171,344
$ 184,854 % 165594 $ 188,878 24,284

33




VILLAGE OF FAIRGROVE
MAJOR STREET FUND

REQUIRED SUPPLEMENTARY INFORMATION
STATEMENT OF REVENUE, EXPENDITURES AND CHANGE IN FUND
BALANCE - BUDGET AND ACTUAL FOR THE YEAR ENDED MARCH 21, 2008

REVEMNUE:
Intergovernmental:
Gas and weight tax
County reimb - Storm sewer project
Hiscallanacus:
Interest income
TOTAL REVENUE

EXPENDITURES:
Routine maintenanca
Traffic sevices
Winter mainienance
Administrative

TOTAL EXPENDITURES

EXCESS OF REVENUE OVER
EXPENDITURES

QTHER FINANCING (USES):
Cperating transfer out

EXCESS OF REVENUE OVER {UNDER)
EXPENDITURES AND OTHER (USES)

FUND BALANCE - APRIL 1

FUND BALANCE - MARCH 31

VARIANCE -
BUDGET FAVORABLE
DRIGINAL FINAL ACTUAL [UNFAVORABLE]
$ 37400 $ 30000 % 30795 § 795
10,000 10,000
1,500 1,500 1,320 (180)
38.900 31,500 42,115 10.615
20,100 48,300 13,387 5913
900 200 215 686
2,200 3,000 2,952 4B
1,700 1,700 1,671 29
24,900 24,900 18,225 6,675
14,000 6,600 23,890 17,290
{15,000) {15,000} (15,397} (397)
(1,000) (8,400} B,492 16,892
77322 77,322 77,322
$ 76322 § 68922 5 85815 S 16,892
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VILLAGE OF FAIRGROVE, MICHIGAN
LOCAL STREET FUND
REQUIRED SUPPLEMENTARY INFORMATION
STATEMENT OF REVENUE, EXPENDITURES AND CHANGE IN FUND
BALANCE - BUDGET AND ACTUAL FOR THE YEAR ENDED MARCH 31, 2008

VARIANGE -
BUDGET FAVORAELE
ORIGINAL FINAL ACTUAL (UNFAVORAELE)
REVENUE:
Intargovernmental:
Gas and weight tax $ 12500 3 12,500 5 12817 3 357
County road improvermant 7,400 7,884 484
Miscellaneous:

Interest inGoma 7a0 700 1,167 457
TOTAL REVEHUE 13,200 20,5600 21.868 1,268
EXPENMDITURES:

Routine maintenancg 12.500 17,400 7,496 904

Traffic services - - 34 {34

Winter maintenance 1,800 3,500 3.573 {73}

Adminisirative 1.700 1.700 1871 ____ 28
TOTAL EXPENDITURES 16,100 22,600 12,774 9826
EXCESS OF REVENUE OVER

[UNDER} EXPENOITURES {2,900} (2,000} 9,055 11,085
OTHER FINANCING SOURCES:

Operating transler in 14,000 15,000 21,758 H 758
EXCESS GF REVENUE AND OTHER SCURCES

OVER {UNDER) EXPENDITURES 12,100 13,000 340,853 17,853
FUND BALANCE - APRIL 1 83,554 53,554 63.554
FUND BALANCE - MARCH 31 $ 75654 $ 74554 3 94407 3 17853
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VILLAGE OF FAIRGROVE, MICHIGAN
LOCAL STREET YMPROVEMENT FUND
REQUIRED SUPPLEMENTARY INFORMATION
STATEMENT OF REVENUE, EXPENDITURES AND CHANGE IN FUND
BALANCE - BUDGET AND ACTUAL FOR THE YEAR ENDED MARCH 31, 2008

VARIANCE -
UDGET FAVORABLE
ORIGINAL FINAL ATTUAL [UNFAVORABLE]
REVENUE:
Taxes:
Bridge tax 5 3,500 5 3.500 5 3,821 3 421
Mietellkingsous
Inleresl income £00 S0 SRY a9
TOTAL REVENUE 4000 4,000 4,511 519
QTHER FINANCING USES:
Qperating transfer out - {6,361) (6,361)
EXCESS OF REVYENUE {(UNDER)
EXPENDITURES AND OTHER USES 4,000 4,000 (1,850) (5,850)
FUND BALANCE - APRIL 1 356249 35628 ageaa
FUND BALANCE - MARCH 31 $ 38620 % 35,628 5 33779 5 {5,850}




ADDITIONAL INFORMATION
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VILLAGE OF FAIRGROVE, MICHIGAN

GENERAL FUND

STATEMENT OF REVENUE, EXPENDITURES

AND CHANGE IN FUND BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED MARCH 31, 2008

REVEMNUE:
Taxes:
Cument properly faxes
Trailer laxes
Penallies and interest
Total laxes

Intergovemmental:

Slale revenue sharing
Liguar Licanses

Total intergovarmnmental

Miacellanecus;
Fire prateclion & fire runs
Intaresi on investments
Special assessment-damolifion
Ganeral deparimeni- Miscellangous

Total mizcellanecus
TOTAL REVENLIE

EXPENDITURES:

Administration:
Salares-Elecled oficials
Social sacurity
Office supplies
Fiofaszional fees
Conference & workshep
Legal feas
Telephone
Publishing legal nolices
inzurance and bonds
Mambarships and dues
Mizcallanaous
Tax stalement pregaralivn
Fension coniributions

Total acminiatration

(G onnued}

BUDGET

$ B2000
60

1,200
23,260

54,000
800

54,800

41,400
2.000
25,040

2,600

71,000

2259 080

14,200

1,800
4,800
400
2700
1,300
gal
7.200
300
7,100
350
2500
44350

<27 -

ACTUAL

£ g2.209
54

1,147
93,408

83441
512
£4.0735

50,261
2,998

4,171
57,431

214,913

12,182
oM
1.681
4 555

2,450
1,325
650
5,945
az23
8 824
315

2810

35,813

VARIANCE-
FAVORABLE

[UNFAVDRABLE]

P 209
(8)

(53)

149

(539)

(188)
127

8661
995
25,000
1.571

{13 555

{14 147}

2,038

19
245
o
240
(25)
250
1.255
(23]
176

(110}
4,537



VILLAGE OF FAIRGROVE, MICHIGAN

GENERAL FUND
STATEMENT DOF REVENUE, EXPENDITURES
AND CHANGE IN FUND BALANCE - BUDGET AND ACTUAL
FOR THE YEAR ENDED MARCH 31, 2008

VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE]
EXPENDITURES: [CONTINUED)
Village bulldings and grounds:
Salarios 5,000 4,357 1.643
Employ=e benelils 1,800 1,951 {151}
Custedial supphes 200 200 0
Liabikity insurance 3,200 3162 38
Electric-Buildings 4,200 38 218
Heal-Bulldings 3,000 007 {7}
Rapairs and maintehansa 4,000 1,180 2829
Conlrasled servicas 1.100 3.144 [2.048)
Miscellaneous expansa 800 T02 168
Total village buildings and grounds 24,400 21,687 2,713
Police department:
Labor 12,800 89.852 3008
Emgployes benafils gun 794 235
Supplies and uniforms 2,300 1.510 380
Telephone 1,000 877 123
Aulo expanzas 2,380 1,062 1.297
\nsurance and bonds 1,000 1,184 [1654)
Miscellanecus 100 - 100
Capital puilay 6,500 5,572 78
Total police department 26,5900 21.140 5710
Fubllc works department:
Labor 7.700 8,209 1481
Employee benefils 2,300 2.7 (4813
Toolks and supplies 1,000 1.184 {184)
Contracted services 24,500 15,592 8,904
Telaghonez 0N 747 153
Sireel lighling 13,500 13,208 282
Park malnlenance 2000 581 1,408
Equipmenl renial 28,000 28157 803
Insurance aaD 631 (31}
Miscelianenus 400 - 400
Total public works dopartment 81,900 69,139 12,761

{Continued) -28-



VILLAGE OF FAIRGROVE, MICHIGAN

GENERAL FUND

STATEMENT OF REVENUE, EXPENDITURES

AMND CHANGE IN FUND BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED MARCH 31, 2008

EXPENDITURES: (CONTINYED)

Flre department:
VWages
Employee benefils
Supplies ang uniforms
Gas and cil
Insurance
Livilitles
Rapairs and mainlanance
Du=s and subscriplions
Conferences and sducation
Capital cutlay

‘Totat fire departmant

TOTAL EXPENDITURES

EXCESS OF REVENUE OVER [UNDER)
EXPENDITURES

FUND BALANKCE - APRIL 4

FUND BALANCE - MARCH 31

BUDGET

12.000
g0
5360
1,100
6,700
3,700
6,500
200
2,400

18,200

57,260

234 B10

(5,750}%

171.244

% 165,594

-29 -

ACTUA

11,703
BAS
4498
1,208
8.604
3,562
5,566
185
2,817
7.478
44,550

185,379

18,534

171,344

$169.878

VARIANCE-
FAYCQRABLE
[UNFAVORABLE)

297
5

BE2
(108)

86

138

812

105
(417)
10822
12,710

38,431

24.284

§ 24,284



VILLAGE OF FAIRGROVE, MICHIGAN

MAJOR STREET FUND
SCHEDULE OF EXPENDITURES
FOR THE YEAR ENDED MARCH 31, 2008

VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE}

Routing maintenance:

Labar ] 473

Employee benefits 212

Materials & supplies 61

Contracted services - 9,692

Equipment rental 2,949
Total routine maintenance $ 19,300 13,387 3 5913
Traffic services:

Labor 14

Employee benefits &

Material and supplies 194
Total traffic services gn0 219 585
Winter maintenance:

Labor 524

Employee benefits 235

Equipment rental 2.194
Total winter maintenance 3,000 2,952 48
Administrative:

Salaries 1,221

Professional fees 450
Total administrative 1,700 1,671 28
TOTAL EXPENDITURES 3 24900 5 18,225 % B6B75
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VILLAGE OF FAIRGROVE, MICHIGAN

LOCAL STREET FUND
SCHEDULE OF EXPENDITURES
FOR THE YEAR ENDED MARCH 31, 2008

VARIANCE-
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)

Routine maintenance:;

Labor $ 208

Employee bensfits 132

Contracted services 6,361

Equipment rentat 708
Total routine maintenance $ 17400 7,456 3 9.804
Traffic services:

Malerials and supplies 34
Total traflic services 34 (34)
Winter maintenance:

Labor g7v

Employee benefits 281

Eguipment rental 2615
Total winter maintenance 3,500 3,573 {73)
Administrative:

Salaries 1.221

Professional fees 450
Total administrative 1,700 1.671 29

TOTAL EXPENDITURES § 22,600 3 12774 $ 9826
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August 26, 2008

To the Honorable Village Council
Village of Fairgrove
Tuscala County, Michigan

In planning and performing our audit of the financial statements of the Village of
Fairgrove as of and for the year ended March 31, 2008, in accordance with U.S. generally
accepted auditing standards, we considered the Village of Fairgrove’s internal contral over
financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Village of Fairgrove's internal control.
Accordingly, we do not express an opinion on the effectiveness of the Village of Fairgrove's
internal control.

CQur consideration of intemnal control was for the limited purpose described in the
preceding paragraph and wovld not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. However, as discussed below,
we identified certain deficicncies in internal control that we consider to be material
weaknesses.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the nonnal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of contrel deficiencies, that adversely affects the entity’s ability
to initiate, authorize, record, process, or report financial data reliably in accordance with
1.5, generally accepted accounting principles soch that there is more than a remote
likelihood that a misstatement of Village of Fairgrove’s financial siatements that is more
than inconsequential will not be prevented or detected by the Village of Fairgrove’s internal
control.

A material weakness is a significant deficiency, or a combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement of the
financial statements will not be prevented or detected by the Village of Fairgrove’s internal
control. We believe that the following deficiencies constitute material weaknesses.

Segregation of Dutics

One of the strongest controls in an internal control system is known as “segregation
of dutics”. This means that there are different individuals performing different duties within
a specific accounting function. Having muliple individuals performing duties in the same
accounting area acts as a check and balance.

RSM McGladrey Network

An Independently Dwned Member



WE

WEINLANDER FITZHUGH

Honorable Village Council
Village of Fairgrove
August 26, 2008

Page 2

As is common in many small organizations, there is often only a few people,
sometimes only one person, petforming the accounting and fimancial functions and it is also
common to have these individuals concentrate their efforts in one area. While this is usually
more efficient, it lends to a weakened intemal control systemn. There are generally
insulficient checks and balances in place.

This 135 the situation with the Village of Fairgrove. Due to a limited staff size, the
Village of Fairgrove has a lack of segregation of duties with respect to the cash receipt
accounting function becavse the dutics are centralized with two individuals with respect to tax
collections and one individual with respect to all other collections.

The above comments are not intended to reflect on the performance or capability of
any employee.

This communication is intended solely for the information and use of managemen,

and the Council Members and is not intended to be and should not be used by anyone other
than these specified parties.

Wendondy %
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& COMEULTANTS

August 26, 2008

To the Honorable Village Council

Village of Fairgrove

Fairgrove, Michigan

We have audited the financial statements of the Village of Fairgrove for the year ended
March 31, 2008, and have issued our report thereon dated August 26, 2008, Professional
standards regquirs that we provide vou with the following information related to our audit,

Our Responsibilitics Under 1.8, Generally Accepted Auditing Standards

As stated in our engagement lenier dated June 23, 2003, our responsibility, as
described by professional standards, is to express an opinion about whether the
financial statements prepared by management with your oversight are fairly
presented, in all material respects, in conformity with U.5. generally accepted
accounting principles. Our audit of the financial statements does not relieve you or
management of vour responsibilities.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously
communicated to you in cur cormespondence about planning matters on June 23, 2008,

Sipnificant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. Tn
accordance with the terms of our engagement letter, we will advise management about the
appropriatencss of accounting policies and their application. The significant accounting
poiicies used by the Village of Fairgrove are described in Note 1 to the financial statements.
Mo new accounting palicies were adopted and the application of existing policies was not
changed during the 2008 fiscal year. We noted no transactions entered inte by the Village
during the vear for which there is a lack of authoritative guidance or consensns. There arg
no significant transactions that have been recognized in the financial stalements in a different
period than when the transaction occurred.

Accounting estimates are an integtal part of the financial statements prepared by
management and ave based on management’s knowledge and experience about past and
current events and assumptions about future events.

RSM McGladrey Network
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WEINLANDER FITZHUGH

Village Council
Village of Fairgrove
August 26, 2003
Page 2

Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may
differ significantly from those expected. The tnost sensitive estimates affecting the financial
statements were!

Management’s cstimate of the fixed asset depreciation is based on the estimated
useful lives of the fixed assets. We evaluated the key faclors and assumptions used
to develop the uselul lives of fixed asscis in determining that it is reasonable in
relation to the financial statements taken as a whole.

Difficuities Encowntered in Performing the Audit

We encountered no significant difficulties in dealing with inanagemsent in
performing and completing cur audit.

Corrected and Uncorrected Misstatemenis

Professional standards require us to accumulate all known and likely misstatements
identified during the awdit, other than those that are trivial, and communicate them to
the appropriate level of management. During the audil, there were no significam
reclassification or audit adjustments required.

Disagreements with Management

Tor purposes of this letter, professional standards define a disagreement with
management as a inancial accouniing, repocting, or auditing matter, whether or not
resolved to our satisfaction, that could be significant to the financial statements or
the auditor's report. We are pleased to report that no such disagreements arose
during the course of nur audit,
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WEINLANDER FITZHUGH

Willage Council
¥illage of Fairgrove
August 26, 2003
Papge 3

Muanagement Representation

We have requested cenain representations from management that arg included in the
management repiresentation letter dated August 26, 2008,

Management Consullations with Other Independent Accouniants

In some cases, management may decide to consult with other accountants about
auditing and accounting maltters, similar to obtaining a “second opinion™ on certain
situations. If a consultation invelves application of an agcounting principle to the
Village's financial statements or a determination of the type of auditor’s opinion that
may be expressed on those statements, our professional standards require the
cunsulling accountant to check with us to determine that the consultant has all the
relevant facts. To our knowledge. there were no such consultations with other
accourtants.

Other Audit Findings or fssues

We generally discuss a variety of maters, including the application of accounting
principles and auditing standards, with management each year prior to retention as
the Village's auditors. However, these discussions ovcurred in the nommal course of
our professional relationship and our responses were not a condition to our retention.

This information is intended solely for the use of the Village Council, management

and others within the Village and is not intended to be and should not be used by
anyone other than these specilied parties.

Wairdond $thus)





